restitution, transformation and privatization were the key tools of the economic reform after 1990 leading to the establishment of new business entities at the end of the 20 th century. Both globalization and integration belong to the decisive factors, which are affecting the development of small and medium enterprises (SMEs) in Slovakia and Poland from the viewpoint of their activities in the domestic and foreign environment.
The entrepreneurial environment in both countries is characterized by the strong regional disproportion. This is the result of the natural, social and economic conditions. The success of small and medium enterprises (SMEs) is influenced by the set of selected external and internal factors. According to Bielik and rajčániová (2007) , the European market represents a very hard competitive environment. The innovation plays an extremely important role in our ability Entrepreneurship in small and medium-sized enterprises: Comparative study between Slovakia and Poland for the years [2001] [2002] [2003] [2004] [2005] [2006] [2007] to respond effectively to the challenges and opportunities on European and international market. All forms of innovation, including the non-technological innovation, must be taken into account. The support for innovation is also an essential part of the Lisbon Strategy for growth and Jobs, and it merits an ongoing position on the EU competitiveness agenda. Based on the study of hron (2006) , the globalised competitive environment requires the firms to respond quickly to the consumers' needs and problems for which they have to have enough knowledge. This is the main idea from the viewpoint of the adaptation of knowledge management in entrepreneurial activity of the small and medium-sized enterprises which is submitted by Kučera, Látečková (2006) and nagyová et al. (2003) .
The expansion of SMEs is dated back to the seventies and it was very strong in great Britain. The European Union (EU) as well as its member states continuously tries to improve and create the best conditions for SMEs development. The economic integration in Europe has been a challenge for the already existing privately owned companies, micro-enterprises, and other companies of SME sector. They need to learn how to compete on the enlarged integrated market, and what is equally important all companies need to take globalization and integration processes into consideration Mižičková, Ubrežiová (2007) , Surdej, Wach (2007) , Pichur, Wach (2007) .
one of many functions traditionally ascribed to the SME sector, the most important one in both Poland and Slovakia, seems to be the function of cushion against unemployment (in both countries the unemployment rate is one of the highest in the EU) and also the factor contributing to the local economic stability. Both Polish and Slovak SMEs are weak in creating and diffusing innovations, they have a small share in exports and a small significance in theproduction of technologically advanced goods. Yet the development of the SME sector in both Poland and Slovakia can be considered to be a success if we evaluate its contribution in comparison with the collapsing state-owned enterprises. one should note, however, that SME 'success' appears to be fragile and that the overall performance of the sector depends on the right choice of the public policy instruments which serve to improvement the conditions of their functioning (Surdej 2000) .
METHODOLOGY AND MATERIAL
Entrepreneurship of small and medium -sized enterprises (SMEs) is one of the basic features of economic development.
The main attention of the proposed article is to explain the present state and development of small and medium entrepreneurship by the comparison between Slovakia and Poland. The aim of the paper is to investigate the impact of small and medium-sized enterprises on the Slovak and Polish economies. in particular, the authors examine the question whether the development of SMEs along the current lines would positively contribute to the sustainable development of the Slovak and Polish economies.
in order to investigate the research problem, two main methods were used. First of all, the authors have reviewed the academic literature in search for the theoretical background. 231/1999 of State Support and "small and medium-sized enterprise" is defined in accordance with the European Union definition. in Slovakia, there does not exist an official definition of "a micro-enterprise". This group is presented as "a sub-group -tradesman" of small enterprise. The period of the Slovak accession into the European Union was very important from the viewpoint of finding a permanent state on the common market for small and medium enterprises, adapting them to the new social and economic conditions and reducing successfully the difference in the economic area.
The principle "think small first" should be accepted by all relevant institutions when creating new regulations. The European institutions have put stress on the increase of businesses for quite a long time in order to stay competitive in the process of globalisation. The more entrepreneurship means the more skilful businessmen and above all the more business spirit. it is important to enhance the communication between the individual government departments and the representatives of entrepreneurs, especially via our most important partners, the Entrepreneurs Association of Slovakia and the Slovak Union of crafts. There is a growing need for better tools in order to support cooperation, communication, and knowledge shared within the selected strategy of their development as it is explained by Látečková (2007) and hron (2006) . SMEs represent a dynamic sector of the Slovak economy which creates almost 50% of the added value and provides 70% of all jobs. The number of small and medium-sized enterprises is given in Table 2 .
At the end of 2007 in Slovakia, there were over 0.48 million of SMEs, which accounts for 99.8% of all registered firms (Table 2 and Figure 1 ). Micro-enterprises amounted to 79.3%, small to 19.8%, medium to 0.67% and large enterprises to 0.17% of all registered enterprises in Slovakia.
Small and medium-sized entrepreneurs have played an important role in employment of the national economy. The trend of development of small and medium-sized enterprises in connection with employment has been affecting a decrease of employment in large enterprises. Since 1999, the number of workers has decreased by 30.7% in large enterprises, while in small and medium enterprises (SMEs) the number has increased by about 31.9%. The SME sector as a whole accounts for 61.25% of employment in 2007 ( Figure 2 ). SMEs are a dynamic sector of the Slovak economy which creates almost 50% of the added value and provides over 60% of all jobs. in 2005, the SMEs accounted for 42% of gDP, at the same time the trend in the previous years was very positive (Figure 3) .
Entrepreneurship, especially in the form of small and medium-sized enterprises, is extended in the whole Slovakia. From the viewpoint of the regional structure, most of enterprises are located in the Bratislavsky region (30.4%), Košicky region (11.8%), Žilinsky region (10.1%) and Trenčiansky region (10.1%). on the other hand, the lowest number of enterprises was registered in the nitriansky region (8.9%), Trnavsky region (9.2%) and Banskobystricky region (9.6%). From the viewpoint of the branch structure, many enterprises are operating in trade (33%), building industry (18%), industrial production (17%), real estate and tenancy as well as rentals (14%). There are 9 472 farmers (individuals -physical persons). According to the data of the development of legal persons, the Statistical office of the Slovak republic has registered 126 777 legal persons (83 710 enterprises and 43 067 non-profit organizations).
At the beginning of the year 2000, the development of small and medium-sized enterprises was affected by the entrance of foreign investors into food-processing industry and car industry. From the viewpoint of food-processing (mainly milk processing industry), the enterprises with italian (17.5%) Source: own study based on data of SUSr and german (15.3%) capital have the biggest share of the purchased raw milk. Two French companies have the share of 15% and they process 6.8% of raw milk. in connection with the development of car industry, the cluster policy for the development of small and medium-sized enterprises has been applied in the PSA Peugeot citroen in Trnava, Volkswagen in Bratislava, Samsung in galanta as well as the Kia Motors in Žilina. These enterprises are prepared for innovation and education activities apart from their own research and development. The national Agency for Development of Small and Medium Enterprises (nADSME) 1 supports the initiation, development and growth of small and mediumsized enterprises in Slovakia while respecting the state, structural, industrial, technical, regional and social politics. The nADSME is a professional association of legal entities whose members are three organizations including the Ministry of Economy of the Slovak republic, the Slovak Association of Entrepreneurs and the Slovak Association of crafts.
Support programmes activities are divided into four main areas: the stimulation of the SME sector growth; the improvement of the competitiveness of SMEs; globalization and penetration into new markets; the facilitation of access of SMEs to capital.
Business and technological incubators are a very important part of the support infrastructure for SMEs in Slovakia. Their mission is to provide starting entrepreneurs with suitable starting conditions for the operation of their enterprise during the period of at least 3 years. Apart from the business premises, the entrepreneurs can use the office infrastructure, counselling and training services and in some cases also the starting capital. companies with innovative business plans are offered also specially equipped premises such as laboratories and testing space by the selected technological incubators. in 2006, investments were made into 6 incubators in gelnica, handlová, Martin, Moldava nad Bodvou, rimavská Sobota a Spišská nová Ves. incubators were supported from the Structural Funds -the SoP industry and Services in total, of which 96.2% were used for the construction and 3.8% were invested into the incubators' equipment. Funds from the state budget in the amount of 500 000 SKK were used for the engineering development of the business incubator in Moldava nad Bodvou. These funds were already allocated in 2005 under the state programme -The Support of SMEs through the network of incubators and the implementation of the research-based spinoff method. For the purposes of the co-financing of operational costs of incubators, no financial means were allocated from the state budget under the same programme in 2006. Until the end of the year 2006, 15 incubators were in operation in Slovakia supporting newly created companies in regions. A significant factor of investments into the network of incubators is the impact on the employment rate in regions. in the direct connection with the operation and activities of incubators, 845 job opportunities were created.
The penetration of Slovak SMEs into new markets can be achieved only by the means of target activities aimed at the development of international co-operation such as the presentation of entrepreneurs at exhibitions and contractual fairs, searching for new contacts with the use of all modern electronic systems and media, as well as the spread of knowledge on the 
Small and medium-sized enterprises in Poland
in Poland, the size of small and medium-sized enterprise has been defined by the Act of 22 July 2004 on the freedom of establishment and the definition of SMEs is convergent with the European Union recommendation. The fast growth of small private companies in the first years after the start of the postcommunist transformations can be considered one of the greatest successes of the Polish economic reforms.
At the end of the year 2006, there were in Poland over 3.63 million of SMEs, which accounts for 99.87% of all registered firms (Table 3 and Figure 4) . The micro-enterprises amounted to 95.05%, small enterprises to 4.05%, the medium-sized to 0.78% and the large to 0.13% of all registered enterprises in Poland. The number of enterprises with foreign capital in Poland is stable since 2001 and it amounted to 1.5% of all active enterprises.
The number of enterprises with foreign capital in Poland is stable since 2001 and it amounted to 1.5% of all active enterprises. These enterprises mostly belong to the SME sector. For the period 2001-2006, about 95% of enterprises with foreign capital employ up to 250 employees. only about 5% of them are considered as large enterprises. This statistics are very optimistic for the SME sector in Poland.
The SME sector is the most important employer in Poland. only in the period from 1990 to 1994, these companies created 1.5 million new jobs (Woodward 1999) . The private sector in Poland employed almost 8.5 million people in 2000, of which 47% were em- Source: own study based on data of gUS ployed in small firms, while 19.90% in the mediumsized and 33.10% in large enterprises. The SME sector as a whole accounted for 68.1% of employment in 2004 ( Figure 5 ). SME sector still create new workplaces. An average Polish small enterprise employs 2 workers, while an EU average enterprise 6 people. SMEs in Poland create workplaces for about 45% of young people (up to 30 years). 10% of total employees are employed in the youngest firms (which operate for the period up to one year). The second half of the 1990s strengthened the position of Polish SMEs, but their development was not very spectacular either in quantitative or in qualitative terms. The development of SMEs in Poland has followed some universal patterns. They are concentrated in economic areas with low capital requirements: almost 45% of them functions in the trade and maintenance sector or real estate as well as the business and educational "knowledge" services. in addition, the SMEs display a relatively high birth and death rates as yearly approximately 8-9% of the SMEs cease their activities, whereas approximately 9-10% are newly registered, which leads to the average rate of growth of approximately 2%.
Small entrepreneurship is diversed throughout Poland. The average small entrepreneurship ratio is 44.5, while the highest is in the Mazowieckie region 55.2, and the lowest in the Podkarpackie region 30. in addition, Polish SMEs tend to be concentrated in the wealthier regions (in the richest regions, more than 10% of the population owns their own firm, in the poorest approximately 7%). This fact contradicts the hopes of some policy makers that the SMEs might act as a cushion against such social problems like Source: own study based on gUS data unemployment and poverty severely affecting the poorer regions of Poland. The growth of Polish SMEs has been limited by the fact that they finance their investments in approximately 70% from their own sources and only for 25% from commercial loans, the rest coming from the public grants. This ratio points to the existence of several factors both on the side of entrepreneurs and financial sector which reduce the ability and possibility to use external financing. in 2001, only 350 thousands of new SMEs were created, while in 2002 between 240-2 780 thousands. The main barrier of creating new workplaces in Polish SMEs is the high workplace costs. Each 100 PLn paid for an employee means 90 PLn paid by an employer for the social security and the revenue office.
Among the unfavorable factors, there are the unclear and unstable law and regulations, the bureaucracy (too high public and local obligations), intensive competition, high costs of bank credits, the bad condition of the world economy as well as the huge problems with the exacting amount dues. however, small firms can even in the period of recession create new workplaces with low costs. They are able to absorb and manage even the poor-qualified labour. The SMEs react much better to market signals than large firms, which make them more flexible. The most numerous group of firms in the Polish market are micro-firms employing up to 9 people. The public support for the SME sector is provided by the governmental agency subordinate to the Ministry of Economy of the republic of Poland called the Polish Agency for Enterprise Development (PArP) 2 .
CONCLUSIONS
The SME sector is one of the factors that contribute to economic growth in every country on the national and regional level, and it holds true also to Slovakia and Poland. Although this sector grew most rapidly during the beginning transition period, it still retains its significant role in the economic growth in both countries -Poland and Slovakia. Analyzing the provided statistical data and material allows to draw the following conclusions: -The share of the SME sector in all registered enterprises in both countries, Slovakia and Poland, is convergent with that for the whole EU average and it amounts to 99.8%. -The share of the medium-sized as well as large enterprises in both countries is similar and it amounts approximately to 0.7% for medium-sized enterprises (0.67 % in Slovakia and 0.78% in Poland. -Almost 1 / 5 of all registered enterprises in Slovakia belong to small enterprises (19.8%), which is the highest feature in the EU-25, while in Poland small enterprises stand for 4.1% of all registered enterprises. -The majority of all Polish enterprises are microenterprises, which amounts to 95% of all enterprises in Poland, which is the highest feature in the EU-25, while in Slovakia the share of micro-enterprises amounts to 79.3%, which is the lowest feature in the EU-25. -in Poland as well as Slovakia, the share of SMEs in total employment is crucial and reaches 60%, however, the share in Poland amounts to 68.1% and in Slovakia to 61.2%. it means that SMEs in Poland play a rather more important social role. -The share of SMEs in the value added generated by enterprises in Poland as well as Slovakia is also very important. The Polish SMEs provide almost 68.2% of value added, while the share of the Slovak SMEs is much lower and amounts to 42.0%. The fact is that both countries Slovakia and Poland have much in common, mainly because of the similar 2 Polish Agency for Enterprise Development, PAED (Polska Agencja rozwoju Przedsiębiorczości, PArP) -http://www. parp.gov.pl. Entrepreneurial ratio (enterprises per 1 000 inhabitants) n/a 44 23
Source: own study based on data of EUroSTAT, gUS and SUrS background and transformation period, nevertheless, the entrepreneurship as well as the small and medium-sized enterprises' indicators for these two countries are a little different (Table 4 ). The main entrepreneurial indicators for Poland are convergent to the average indicators for the whole European Union (EU-25), while the same indicators are a little behind for Slovakia. Entrepreneurship and organic growth of small and medium-sized enterprises is certainly the most important challenge for Polish as well as Slovak economy in 21 st century. A great number of projects aimed at the promoting of local entrepreneurship are being carried out in Poland and Slovakia, many of them cofinanced by the EU funds. They are mainly training, workshops, and other incentives aimed at providing funds for the start-up period. This kind of assistance will be intensified between 2007-2013, when the funds of the new programming period will be available.
